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Last vear, pursuant to Senate Resolution 344, the Select Committee 
on Small Business conducted an investigation to determine whether 
fuel supplies for New England would be adequate during the winter 
season of 1950-51 and to ascertain what steps might be necessary to 
prevent possible shortages from developing in that area. Timely 
action by the suppliers in building up their stocks for peak require- 
ments, as had been urged in the committee’s report,' and the relative 
mildness of the last winter season in New England combined to remove 
the threat of prospective shortages which had been feared. 

Again this vear, with the approach of cold weather, the committee 
has received expressions of concern regarding the New England fuel 
supply, particularly as related to possible repercussions from the shut- 
down of Iranian oil operations and threatened disruptive effects of 
existing ceiling prices on heating oils as fixed by the Office of Price 
Stabilization. Consequently, at the request of Senator William 
Benton, the staff of the committee undertook an investigation of these 
and other aspects of present conditions as to their bearing upon the 
availability of adequate fuel supplies for New England this winter. 


SUMMARY 


Our inquiries have indicated that the suppliers and distributors of 
fuel in New England, although aware of and alert to existing problems 
and uncertainties which could adversely affect the situation, are gen- 
erally of the opinion that requirements can be met if such steps as are 
necessary and practicable to assure a continuing flow of supplies are 
made effective soon. Except, perhaps, in the event of extremely 
severe and prolonged cold weather during the next 4 months, it ap- 
pears that conditions are basically favorable to adequate supplies and 
that such measures as might prove to be needed are not outside the 
bounds of feasibility if adjustments are not too long delayed. 

At the present time the most favorable aspect of the supply situa- 
tion is that stocks of heating oils have reached an all-time high level 
this fall in the New England and Middle Atlantic areas, as special 
efforts were made by the suppliers this summer and autumn to advance 
lift to a greater extent than previously the anticipated requirements 
of the winter season. Because of their location near points of con- 
sumption, these high-level stocks represent not only the storing up of 
the products but of their transportation from refining centers along 
the Gulf coast as well. There is still a need, however, for the develop- 
ment of greater terminal storage capacity for heating oils in the New 
England area, so that a greater part of the total winter requirements 
can be brought in during the off season. 


The New England Fuel Situation and Prospects, Report of the Senate t Committee on Small 


iiler, on 


Business, pursuant to S. Res. 344, S. Rept. No. 2633, 8ist Cong., 2d sess., Decermber 14, 1950. I 


October 21, 1950, a preliminary staff report had been issued as Committee Print No.1 
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As always, the unpredictability of winter weather is the primary 
element of uncertainty in considering fuel supply and requirements 
for heating. There is obviously a substantial and critical difference 
between such requirements if temperatures over the winter season are 
considerably above normal, as they were in New England for the past 
2 vears, and when they are normal or below normal, as they could be 
this year. Under the latter conditions, apparently safe working mar- 
gins can quickly cunppear. Suppliers of heating fuels generally 
make their advance estimates and plans in terms of normal weather 
expectations. 

The suppliers of heating oils to the east coast, including New Eng- 
land, are chiefly eoncerned at this time with the effect of existing OPS 
price regulations as a factor which threatens to retard the bringing in 
of adequate supplies to meet this winter’s requirements. This prob- 
lem, which the Office of Price Stabilization now has under considera- 
tiot, arises because prices for heating oils at the refineries and at termi- 
nal destinations, such as New York, Boston, and Providence, are fixed, 
but tanker transportation rates are not. Although these tanker rates 
have been increasing sharply in recent weeks and may go higher, in 
accordance with seasonal fluctuations experienced in the past, it is not 
regarded as practicable to subject them to price controls because it is 
anticipated that such action would only divert charter tankers from 
the coastwise service into more remunerative channels elsewhere in 
the world. Squeezed by reduced margins as charter rates for tankers 
have risen, suppliers are reluctant to engage them unless a compenusat- 
ing upward adjustment im the price of heating oil is permitted. In 
dividual suppliers apparently tend to hold off, hoping that others will 
take on the burden of providing the high-cost part of the supply which 
involves the payment of hired tanker rates. Under these circum- 
stances, it has been urged that a critical part of the heating-oil supply 
for the east coast may be jeopardized unless incentives are at least 
partially restored by price adjustments in the consuming markets. It 
has been estimated that approximately 6 percent of the total annual 
supply of east coast heating oil is involved in this tanker situation, or 
upward of 15 percent when measured against requirements of the criti 
eal January nares period. Especially if there were to be a severe 
winter this vear in New England, the supplies which require the em- 
plovment of ts ahi ers under charter could be vital to the avoidance of 
fuel shortages and cold homes. 

Supplies of heavy residual fuel oil available for industrial use in the 
east-coast area are running somewhat below a vear ago, owing to 
the diversion of substantial quantities previously imported from 
Venezuela and the Caribbean area to other world markets affected 
by the stoppage in Iran. However, compensating downward adjust- 
ments of consumption have also been made, especially by electric- 
generating plants which are equipped to use coal as an alternative 
fuel and by those stations in the Middle Atlantic area which have 
recently been attached to natural-gas pipelines from the Southwest. 
As a result of these shifts, « lectric-utility stocks of fuel oil in the New 
England and Middle Atlantic areas on October 1 this vear were 21 
percent and 27 percent greater, respectively, than they were on the 
corresponding date one year earlier. Moreover, imports of residual 
fuel oil have been Increasing’ In recent weeks, and this seasonal trend 
is expected to be maintained through the first quarter of 1952 
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The situation as to coal supplies, both bituminous and anthracite, 
appears to be satisfactory in most respects at this time. Stocks of 
bituminous coal are comfortably large, and there has been no difficulty 
in keeping production abreast of rising industrial consumption and 
expanding exports. Until recent weeks, however, domestic cousumers 
of anthracite had been very slow to lay im their winter requiremeuts, 
and dealer inventories are not in strong condition either. In the event 
of a severe winter, there may be local shortages and many consumers 
TyLad\ be unable to obtain the sizes they prefer if these conditions are not 
improved without delay. In New England, conversions from solid 
fuel to oil have been fewer than they were last year; in fact, this trend 
has been reversed with respect to many large consumers of bituminous 
coal. There is at present no slack im the supply of railroad coal 
cars; and, while the situation at present is not alarming, a 
period of prolonged severe weather would probably result in extremely 
tight conditions which might require emergency controls over the 
available supply of hopper cars. There may also be tightness in coal- 
carrying ships, since some domestic collieries have been diverted into 
foreign channels to accommodate the continuing large exports of coal 
to Europe. Solid-fuel operators in New England express confidence 
that such actions as might become hecessary to avert shortages can 
and will be made effective, even though the required steps involve 
them in some high-cost operations. They also are particularly 
watchful of changing conditions as to oil supplies, such as would give 
rise to shifting madustrial requirements to solid fuel. 

In view of the many sensitive influences which in these times have 
a bearing upon the adequacy of fuel supplies, it is difficult to foresee 
with complete assurance just what the conditions may be even 6 
months ahead. It may be well to note, therefore, that the statements 
and indications given in this report with particular reference to New 
England are based upon the following assumptions, except where 
otherwise stated: 

1. That weather conditions will be normal. 

2. That there will be no major interruptions of fuel production 
or transportation because of labor-management difficulties. 

3. That, where shown to be necessary to prevent impairment 
of supplies, adjustments of the price structure relative to heating 
oils will be effected. 

t. That Iranian production and refining will not be resumed 
in time to be a factor in providing oil supplies through the cur- 
rent winter season. 

5. That the high level of industrial activity related to the de- 
fense economy of the United States will continue. 

6. That through the present winter season there will be no 
new international developments to disrupt the present world 
situation as to petroleum. 


Heating oil 


Primary stocks.—Primary terminal stocks of the distillate fuel oils 
reached an all-time high level in the east and Gulf coast areas com- 
bined in the week ended November 10, 1951, climaxing an intensive 
effort to build up such mventories during the summer and autumn 
mouths. The light oils—chiefly No. 2—used for space heating 
account for about 60 percent of the total consumption of distillates, 
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which also include the Diesel fuels and some industrial grades. The 
importance of the heating oils to New England is indicated by the 
fact that nearly 60 percent of the total national consumption of 
distillate grades of heating oil is in the east coast area (district I). 
The six New England States alone account for more than one-fourth 
of the total consumption in district I, and the Mid-Atlantic States for 
nearly two-thirds.’ 

New England heating-oil requirements are supplied by refineries in 
both districts I and III, the latter being the Gulf coast area. Since a 
most intensive build-up of distillate terminal stocks this year has 
occurred in the east coast area of heavy consumption, their favorable 
location in effect represents a desirable storing up of transportation 
requirements as well as of products ahead of winter peak demands in 
this area. Reported terminal stocks of distillates in districts I ard 
III for recent weeks as compared with the corresponding totals last 
vear are shown below.. With the arrival of colder weather, these 
stocks started their usual seasonal decline in the latter part of 
November 

Primary terminal stocks of distillates 


[Thousands of barrels] 





District I | District IT | Districts I and III 
Date ine — nine ere 

1951 | 1950 | 1951 1950 1951 1950 

‘ieee ae seaitenaipea beads —|———- |__| 
Sept. 22__. : 33, 227 23, 002 18, 566 7,215 | 51, 793 | 40, 217 
Oct. 27 2 36, 630 27, 294 20, 639 18, 816 57, 369 46, 110 
Nov. 3 36, 813 28, 498 21, 141 20,117 | 57, 954 | 48, 615 
N 10 36, 634 29, 068 | 22, 151 19, 518 58, 785 48, 586 
Nov. 17 36, 118 29, 816 21, 726 19,739 | 57,844 | 49, 555 
Nov. 24 | 35, 200 29, 725 21, 911 19, 663 57, 111 49, 388 
Whereas terminal stocks in district I were at or very near the 


practical a of capacity by said: November this year, it is estimated 
that storage facilities in the Gulf coast region (district I11) had room 
for approximately 6 million additional barrels if such capacity were 
needed to accommodate temporary surpluses from refinery runs and 
vields of heating oils in that area. At the peak on November 3 this 
year primary storage of distillates in district I was nearly 30 percent 
creater than on the corresponding date in 1950 and also was 23 percent 
above the highest level reached last year. For district III, on the 
other hand, the high point this year, on ‘Wovenber 10, was only 13 
percent above the corresponding date last vear. Considering the un- 
precedented level of east coast distillate stocks attained this year, it 
appears that there has been a substantial amount of rec lamation of 
idle tankage and conversion of bulk facilities from the storage of 
other oil products, as well as the construction of some additional new 
tankage for heating oils. Inasmuch as both the east coast and the 
Midwest areas draw heating oil supplies in large volumes from the 
Gulf coast refineries (district II1), it is significant that primary stocks 
of distillates in the midwestern area (district II) also are at a high 
level this year as the current winter season begins. On November 
17, such stocks were approximately 35 percent greater than a year ago. 
2 17.S. Department of the Interior, Bureau of Mines, Peak Sales of Fuel Oil and Kerosene in 1950, Mineral 


Market Report No. MMS 2003, October 3, 1951. 
3 Weekly statistical reports of the American Petroleum Institute. 
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Secondary storage-—Because comprehensive reports are not col- 
lected systematically on the amount of heating oil contained in 
secondary storage, i. e., in the tanks of local distributors and con- 
sumers, estimates tend to vary as to the current level of such inven- 
tories. One experienced observer who endeavors to keep a check 
on this matter concludes that the total volume of secondary dealer 
storage in the east coast area on September 1 this year was sub- 
stantially below the level of a year earlier (perhaps by as much as 
2,000,000 barrels) and that consumers likewise have lagged in filling 
their tanks during the summer and autumn. Another industry 
source, however, which has initiated a project for developing a regular 
reporting system on secondary storage of heating oil, in taking direct 
issue with this conclusion, estimates on the basis of certain collected 
data and localized advices that the level of secondary storage on 
July 1 over the country as a whole was about 10,000,000 barrels 
greater than 1 year earlier and has increased further since that time. 
The suggestion is made, also, that the total consumer and dealer 
carry-over resulting from mild weather conditions in New England 
toward the end of last year’s heating season may have been greater 
than usual. 

It is further estimated by this latter source that total secondary 
stocks of heating oil in July this vear amounted to between 20 and 25 
million barrels in the east coast area, or to more than one-third the 
combined aggregate of primary and secondary storage stocks on hand 
going into the present heating season. In view of the importance of 
these secondary stocks as a factor affecting the probable adequacy 
of heating oil supplies for winter requirements, it seems highly desir- 
able that efforts be directed either by the industry or the Government 
to the development of a reliable basis for periodically determining 
within reasonably close limits the volume of heating oil available in 
secondary storage. Unless significant changes in this respect are 
made known, reported data regarding primary terminal stocks alone— 
although accurate in themselves—may be misleading as an indication 
of the total sonata situation. 

Demand estimates.—In estimating heating oil demands for the cur- 
rent heating season, as compared with last year, consideration must 
be given primarily to the factor of market growth and to the contin- 
gencies of weather. Under circumstances now prevailing, another 
factor, namely, exports to countries which have lost their usual sup- 
plies from Iran, has given rise to some concern. Although such exports 
of the middle distillates, including quantities of No. 2 heating oil, 
have increased sharply in recent months as compared with comparable 
prior periods, the volumes involved are small relative to total do- 
mestic production.* Existing governmental machinery to curtail 
such exports, which have occurred largely as distress sales of surplus 
stocks during the off-heating summer and autumn months, can be 
invoked if domestic demands require such action to be taken. Mili- 
tary requirements for petroleum products are not expected to increase 
substantially during the winter months, assuming no change in inter- 
national conditions. 

4 Approximately 4 percent in the first 9 months of 1951. Such exports in the 9 months of 1951 through 


September were 81 percent greater than in the corresponding period of 1950. U. S. Department of the 
Interior, Bureau of Mines, Monthly Petroleum Statement No. 344, September 1951. 
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With respect to demand growth, installations of new oil burners this 
year have been about 18 percent below the very high volume attained 
in 1950. This drop is attributed not only to curtailments of materials 
but more particularly to shortages of available manpower for install- 
ing burners. Nevertheless, it is expected that, over the Nation as a 
whole, the total number of heating oil consumers will be 10 to 11 per- 
cent greater this winter than last year. As yet, the introduction of 
natural gas into New England has not become a large factor in the 
domestic heating market of that area, although it is expected to be of 
erowing importance. 

Considering these factors and also assuming normal weather pat- 
terns, the Petroleum Administration for Defense has estimated that 
total United States requirements for distillates, including heating oil, 
in the 6-month heating season this year will be about 12.4 percent 
above the corresponding demands of last year. Owing to abnormally 
mild weather conditions in the 1950-51 winter season along the North 
Atlantic seaboard, the comparative increase of heating-oil require- 
ments for New England this year may be somewhat greater than for 
the country as a whole. On the assumption of normal weather, work- 
ing estimates by suppliers who are directly concerned with the New 
England market indicate increased requirements ranging from 13 
to 20 percent over last winter. 

Production and refining.—The outlook for the present winter with 
respect to crude production and refining appears to be satisfactory at 
this time. Earlier apprehensions that the shut-down of Lranian 
operations would result in shortage conditions have now been over- 
come, except for certain products such as aviation gasoline and bunker 
fuel for ships in certain quarters of the world. In other respects, the 
[ranian loss of 610,000 barrels daily of erude and refined products has 
been made up by increased crude output chiefly in other parts of the 
Middle East and by ste pped-up refinery operations in Europe, the 
United States, and at various other refining centers. Looking beyond 
the present winter, however, a long continued delay in resuming 
operations in Iran would require increasingly intensive developments 
elsewhere if growing world petroleum requirements are to be satisfied. 

At present, crude stocks in the United States are in a strong position 
at 262 million barrels, or 18 million barrels more than a year ago. In 
view of these conditions, production cut-backs have recently been 
effected in Texas and Louisiana by the conservation authorities of 
those States. 

While refining facilities are bemg operated not far from capacity, 
heating oil supplies can be increased as necessary by upward adjust- 
ments of refinery yields to meet peak requirements. If the estimated 
demands of this heating season are to be met, yields of heating oils 
apparently will have to be raised somewhat higher than last year in 
order to avoid an undue de ‘pletion of stocks and a threat of shortages 
toward the end of the winter period. The practicability of such 
adjustments is increased now by the fact that stocks of gasoline are 
not short. Some of the refining companies continue to be reluctant 
to make this kind of adjustment, however, because of long-standing 
price differentials between heating oil and gasoline which ms ake it more 
profitable to produce gasoline. They do not regard themselves as 
being in the heating oil business except to the limited extent that its 
production is virtually unavoidable in the refining process. Conse 
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quently, most of this responsibility is left to a few of the ma 
panies who, recognizing the consequences to the public, the ind 
and themselves of a heating oil shortage, seasonally raise their yields 
of heating oils substantially above the general average of the 1 nin 
industry as a whole To repeat what was said in our report last eal 
with reference to this matter 


4“ I 
hle a ; . 1 rathe 
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so through the win I tths. Ch ( 
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re er fi ble control these : 
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Some recent charters for transportu 
at rates more that double the “standard \Miaritime Commission rates 
which were established in 1942 and maintained during the war period 
The tanker operators point out that these standard rates have no 
relevance to existing conditions of inflated costs which have affected 
them as well as the economy vwene rally "| | us. over th Dast veal 
tanker rates have averaged slightly more than SO percent ove! the 
maritime standard, which continues to be cited in the trade as a 
convenient method of expressing price comparisons and_ trends. 
Contracts for tankers chartered over lor cy periods isually bear som 
what lower rates than those for single trips or short periods; and, of 
course, to the extent that suppliers own and operate their own tankers 
thev are not affected by charter rates Nearly all of the integrated 
ompanies, however, as well as the independent bull minal 
operators and cargo buvers. find it necessary to engac hartered 
tankers for some part of their transportation requirements 
Over the past several years tanker rates have fluctuated great] 
from summer lows to winter highs, in response to changing transporta 
tion demands. From the standpoint ol assurin adequate ip- 
plies, with which this report is concerned, the most significant aspe 
f this situation is that in periods of peak requirements sup] 
dependent upon chartered tankers for filling out their transportation 


needs may shy away from paying high rates which cut deeply into the 
profitability of their operations, thus tending to create shortages and 


; : 1 . 1 : 
dislocations during the critical peak season in the consuming markets 


affected. In basic terms, this problem of recurring tanker strin- 
gencies could be relieved by the provision of enough additional tankers 


to fully cover peak demands for them, or by their more balanced 
emplovment throughout the year. The first course would result in 
a surplusage of tankers during the off-peak summer periods, while 
the second will require additional destination storage facilities to be 
built so that a larger part of the winter heating requirements can be 
shipped in the off-heating season. 

Fleating oil price structure.—These conditions as to tanker rates 


have given rise to a price problem which may affect the adequacy 


92213—51—_-—-2 
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of heating oil supplies for New England this winter, especially if 
severe weather, should boost requirements. Existing OPS ceiling 
prices on heating oils were fixed at such levels that the differential 
between prices at the Gulf refineries and at points of destination along 
the North Atlantic seaboard amounted, after allowing for terminal 
costs of handling, shrinkage, and insurance, to a remaining spread 
for transportation equal to about 35 percent less than the maritime 
standard rates. With charter tanker rates now much higher than 
this, the suppliers are confronted with a squeeze between fixed prices 
on heating oils and unrestricted competitive prices for chartered 
tanker service 


The indepen lent terminal operators urge that they cannot afford 


to bring in their needed winter supplies under these conditions and 
that an adjustment in the destination ceiling price on heating oils Is 
required, since it does not seem practicable to restore their margins 


“¥ a 
vy rolling back existing ceiling prices at the 


‘ 
Gulf reiineries. If, on the other hand, the major integrated com- 


panies assume tii bur ien ol engaging the necessary chartered tankers, 
the net result to them would represent either an absorption of trans- 
portation sses on such cargoes or the receipt of substantially less 
than ceiling prices for their product at the retineries. Although the 
ndependent operators contend that the integrated companies are 
De r abl O abso such losses in their total operations, they also 
LD) LO 1 I iT ! O ompanies take on this burden, the status 
O lependent will be jeopardized because consumers may 
lecide that tl oe piles vill bye better assured li they are served 
‘distribution outlets of a major integrated company. 
It is further suggested, as another aspect of the problem that, under 
the existing OPS p ructure as related to tanker rates, the refining 
mpa i req '¢ LO absorDd such transportation losses would be 
adequate economic incentive to maximize their refinery 
Vie | ous, or that operators in. the Gulf area would he 
ere rage mau O lt theu heating ou at the YOM ceiling price 
nto me remunerative foreign markets. 
lo corre this situation, both groups of suppliers, majors and 
ndent ike, agree that there is need for increasing the delivered 
price of heating oil im the North Atlantic seaboard area bv one-half 
cent a gallon or mor hey further support this conclusion by poimt- 
ing out that the OPS price structure was out of adjustment by this 


ne prices were first established. Ln 
ect, they say, the market structure has been frozen with a summer 
price under winter conditions. While a price adjustment of the 
amount noted above would not fully cover the additional costs of 
chartered transportation at present tanker rates, some of the suppliers 
apparently fe | that a one-half cent merease would at least substan- 
tially relieve the situation and enable them to “‘average out” better 
on their total ippli including those brought im earher aud those 


not requirime transportation mM chartered tankers They are not 
won dt l. also, ¢ the harm to their established businesses and cus- 
ymer good will which would result from a failure or mability to pro- 


The independent operators also suggest that the major companies 


will be in a better position to help them out in filling their require- 
ments if a reasonable price increase is allowed at this tune. For this 
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reason, among others, the independents are opposed to a differential 
type of adjustment permitting them, but not the major companies, 
to increase their delivered prices. ‘They insist that a two-price scheme 
would not work because the majors would be denied the incentive to 
aid the independents in bringing in the supplies which they need and 
also because a dual price structure would antagonize the customers of 
the independent suppliers. 

No less firm opposition is expressed to the extension of Government 
subsidies to those suppliers who may suffer losses on heating oil 
transported at high cost in chartered tankers, as an alternative to a 
general adjustment of the price structurs {mong the reasons 
regarding such a subsidy device as impracticable, suppliers cite 
problem of determining who should be subsidized and how much, the 


difficulties of providing effective administrative machinery for such 
program, ana the probability that subsid outlavs wo ild in 
progressively as suppliers grew indiffere1 y rising ta ra 
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Now, however the easonal unbalance, fed »\ muck mrever VOLuTies 


Ol heating oil, has SW ing the other way anc the wnnuUAL Peaks O tal 
petroleum reqiuremonts-oocur 1m the winter. These characteristics o 
the present market have put severe seasonal strains upon both refining 


ana transport Lion beoilttias: What uppears to de a winhtel tightness 
of the tanker supply in | eCalty reflects instead a deficiency of | awlineg 
oil storage capacity, which necessitates the movement of too large a 
part of the total requirements during the burning season 

‘To an ine reasing extent the supple rs of heating oil in New Er 
and the Middle Atlantic States are coming to recognize the nature of 
this problem and its solution. Some of them, but not all, have 
enlarged substantially their storage facilities since the end of World 
War II, including a number of important installations completed 
during the past vear by independents and major companies in New 
England and at New York tidewater terminal points. Meanwhile 
however, the aggreeate size of the market requiring storage protection 
also has grown tremendously 

Certain of the major suppliers have vigorously pressed for storage- 
expansion programs, both in their own company operations and in 


urging similar action upon the wholesale cargo buvers who are thet 
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customers. ‘They have also endeavored to stimulate the development 
of additional storage capacity by requiring these outlets to make 
arrangements for taking a substantial part, ranging up to 40 percent 
or more, of their total annual requirements during the off-heating 
season. While these efforts have met with some success and the 
objective is a necessary one, it 1s important to recognize also that 
unduly strict adherence by the major companies to a rigid quota 


basis restricting winter-time deliveries to buvers not vet provided 
with storage facilities sufficient to make this system work effectively 
could result in local shortages in the consuming markets served by 
such operators It is indicated, however, that the major companies 
ponsoring such developments are aware of the necessity for a gradual 
a reasonably flexible approach Ultimately, it is intended that 
more than half of the total heating oil requirements of the New 
nel and Middle Atlantic areas can be accumulated in advance 
f the eaaeni 

\iar of the eargo buvers and large regional distributors, accus- 
tomed in the past to J roviding only enough storage to meet their needs 


ntil “the next ship comes in,” are still reluctant to extend their ter- 
mins storage operations on the basis of an enlarged sensonal scope. 
In thus holding back, these distributors evidently are concerned as to 
t ul ital investment required for acquiring sites and 
building tankage, the costs of carrving inventories over fairly long 
periods, and also the risk that adverse price changes might result in 
ubstantial losses on such accumulations. Yor these reasons, it may 
not be possible for smaller secondary distributors with limited finan- 
cial resources to go very far in the direction indicated. 

But for the large primary operators there are likely to be real ad- 
vantages in ee in a position to take a large part of the seasonal 
swings, not only in more surely protecting their businesses and their 
customers with adequate supplies, but in taking advantage also of 
li vorable buving opportunities and in benefiting from improved re- 
ationships with their refinery suppliers. In addition, it may be 


] 


necessary to prov ide more specific price incentives to terminal opera- 


tors than now exist The performance of the seasonal storage func- 
tion on a substantial seale is, after all, a legitimate cost element which 
could justifiably be recognized in terms of price. In facet, some cargo 


buvers may serioush question the economic advantage to them of 


becoming terminal operators 1f in either case they would generally 


pay the same price for the product thev buy. While a two-price 
structure on concurrent sales would probab I be objectionable, as 
well as unnecessary, perhaps what is needed is a more definite differ- 


entiation between heating oil prices in the off- peak summer period 
and in the winter heating season. 

Steel shortage.—As in ms iny oO ther segments of the national ec onomy 
over the past vear, the o ‘velopment of additional storage tank facili- 
ties has been hampered by difficulties in obtaining commitments for 
required steel supplies. Consequently, over the United States as a 
whole, additional petroleum-storage capacity of all types built this 
vear is now expected to fall considerably short of the restricted target 
of 40,000,000 barrels which had been set. Officials in the Petroleum 
Administration for Defense who are concerned with this matter are 
hopeful that conditions may become somewhat better in this respect 
by the middle of 1952 
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The nature of this problem, with particular reference to New Eng- 
land, May be illustrated bv conditions affecting the proposed con- 
struction of a large new tidewater terminal at New Haven for the 
storage of 1,500,000 barrels of petroleum products, chiefly heating 
oil. This project has been under way for several vears; the harbor 
channel has been deepened and the docks built to accommodate large 
ocean-going tankers. But since no tankage has as vet been erected 
and additional connecting pipelines also are required, this partly 
developed primary terminal facility is dormant. On November 2 
1951. however, steel was allocated for the scheduled completion of this 
project before the winter of 1952-53. Up to now, Connecticut has 
had no tidewater terminal of its own and has, therefore, been dependent 
upon barge transshipments from New York, Providence, and Boston. 

To indicate more generally the magnitude of storage requirements, 

he largest supplier of petroleum products = this area estimates that, 
as a long-range proposition, it will need 24 million barrels of addi- 
tional storage capacity in the east coast aa Gulf areas in order to 
permit a maximum leveling out of refining and transportation opera- 
tions, with most of this amount being required in consuming areas 
os as New England. The more immediate additional storage needs 
of this company, whose operations account for about 20 percent of 
the total volume of marketed petroleum products along the east coast, 
are estimated at 8.000.000 barre ls before the winter of 1952-53. 


Ke rosene 


New England also is a heavy user of kerosene for heating and other 
purposes, this area alone accounting for approximately 25 percent of 
the total consumption of this product in the United States. Kerosene 
appears to be well stocked in districts I and III as compared with 
last year at this time, when such inventories also were in good condi- 
tion. Comparative figures on primary terminal stocks of kerosene for 
recent weeks and a vear earlier are summarized below. 


Chousar of barrel 
I i 
te 60 ‘ 
Ni 24 84 t Ss 7,8 és 
\ n Institut 
Subject to the same weather influence, seasonal changes in the 
heating demand for kerosene in New England conform close ely to those 
for distillate heating oils as previously discussed. ‘There is a marked 


difference, however, with respect to the factor of market camaiee which 
in the case of kerosene, is less pronounced. For the east and Gulf 
coast areas combined, assuming normal weather conditions, the esti- 
mated total demand for kerosene in the period including the |: 
quarter of 1951 and the first quarter of 1952 is expected to be a lit 
over 5-percent greater than for the corresponding period last winter. 
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Allowing for exports and inland shipments from these areas, the esti- 
mated comparative increase in total demand becomes approximately 
11 percent.6 These indicated requirements should be met without 
difficulty, both as a result of a higher scale of refinery operations 
compared with last year and because refinery yields of kerosene can 
be increased slightly if need be. 


Residual fuel oil . 


The high level of consumption of residual fuel oil which had devel- 
oped since World War II has been arrested in recent months, princi- 
pally because of the more limited availability of this product. 
Residual grades of heavy fuel oil are used in large volume along the 
Atlantic seaboard (district 1), which obtains its supplies from both 
domestic production and foreign sources. These imports have been 
somewhat reduced recently by diversions of output in the Caribbean 
area to markets previously supplied from Iranian production. 

In 1950, the east coast (district 1) accounted for approximately 
one-half of the total United States consumption of residual fuel oil, 
and New England alone for nearly 12 percent. Heavy grades of fuel 
oil are used chiefly in New Er land by electric utility generating 
stations, by manufacturing industries, and for the heating of commer- 
cial buildings. Other important categories of consumption include 
bunker fuel for ships and military uses. Although the military re- 
quirements for residual grades of fuel oil have been increasing with the 
defense program, they still amount to only 5 or 6 percent of the total 
United States consumption.® 

There is considerable flexibility in the use of residual oil in that 
many of the large users are equipped to use either it or coal, depending 
upon relative availability and price advantage. It has been estimated 
that the fixed users of residual fuel oil—those who could not, without 
considerable expense and delay at least, shift to a different fuel— 
require about half of the total supply. Cut-backs which may be 
necessary must, therefore, be made from the other half. 

Such a shift is manifest in the following reported figures showing 
substantially diminished consumption of residual fuel oil by electric 
utility plants of the New England area in the first 9 months of this 
year as compare d with the unusually high levels which were attained 
last year: 


1951 1950 
' 
Rarrels Rarrels 

Januar 7 : 1, 305, 267 | 1, 510, 482 
February | 1, 150, 031 1, 475, 806 
March ae , 1, 159, 523 1, 588, 915 
sit 1, 033, 161 l, a a } 
Ma 1 1, 141, 949 1, 354, 7 
Jun | 1, 197, 535 | 1, 405, 05 
July | 1, 141, 590 | 1,614,817 
August - sche coke 1, 352, 631 1, 762, O76 
September_._- < F pe 1, 166, 963 1, 617, 550 

3,611, 719 


Total_____. =e aid: , | 10, 648, 650 30 | 13 
j i 


5 For the first 9 months of this year exports of kerosene from the United States were 270 percent above 
the amount for the corresponding period in 1950. However, such exports this year were slightly less than 
5 percent of total domestic production of kerosene. U.S. Department of the Interior, Bureau of Mines, 
Monthly Petroleum Statement No. 344, September 1951. 

¢ U.S. Department of the Interior, Bureau of Mines, Mineral Market Report No. MMS 2003, October 5, 
1951 

Federal Power Commission, Monthly Reports on Consumption of Fuel for Production of Electric 
Energy. 
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This reduction of residual oil consumption, amounting to 22 per- 
cent for the period shown, has occurred notwithstanding continued 
increases in the electrical output of these generating plants. Their 
consumption of coal has increased accordingly. The drop in fuel-oil 
consumption would perhaps have been even greater had it not been 
for the fact that in some instances very favorable fuel-oil price con- 
tracts made several years ago still have some time to run. Since 
these electric plants purchase their fuel requirements primarily on 
the basis of comparative price, it is significant also that enn con- 
tracts for coal have been made at prices attractive to the buyers, 
whereas oil prices have been firming upw ard. As noted subsequently, 
industrial supplies of coal in New E ngland apparently will be ade- 
quate to meet demands th@ugh the winter period, although trans- 
portation conditions may present some difficulties. 

Stocks of residual fuel oil have not been adversely affected by the 
reduced flow of supplies, which up to now has been entirely compen- 
sated for by adjustments of consumption. The New England electric 
utilities, for example, had on hand as of October 1 this year fuel-oil 
stocks which were 21 percent greater than on the corresponding date 
last year. These current stocks are equivalent to 45 days’ supply 
at present rates of consumption, as compared with 27 days’ supply 
on October 1 last year at the going consumption rate at that time. 

Primary terminal stocks of residual oil also are somewhat greater 
now than they were a year ago, both for the United States as a whole 
and for districts I and III. These comparative inventories in thou- 
sands of barrels as of November 24, 1951, and 1 year earlier are as 
follows: 


Districts | and III 3, 038 


It is further indicated that residual fuel oil supplies and require- 
ments will probably remain in a generally satisfactory working balance: 
at least through the first quarter of 1952. For the 6-month period from 
October through next March it is estimated that the total available 
supply, including imports, for the east and Gulf coasts will be approxi- 
mately 5 percent less than for the same period last winter. The total 
demand, including exports, for this same period also is estimated to 
be about 5 percent below the volume of last year. 

Coal s upplic s? 


Both nationally and in New England, the prospects for adequate 
coal supplies this winter are — satisfactory, although there are 
some conditional factors to be kept in view with respect to both 
bituminous and anthracite. The possibility of prolonged severe 
weather which would stimulate fuel requirements and at the same 
time cause transportation difficulties is the principal contingency, 
assuming that coal production will continue without interruption 
through the winter. 

8 American Petroleum Institute 


® Except where otherwise noted, statistical data as to coal were furnished by the Defense Solid Fuels 
Administration in the U. 8. Department of the Interior. 
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Bituminous coal.—Industrial demands for bituminous coal are 
expected to continue on an increasing scale in response to the heavy 
fuel requirements of the accelerating defense program. The earlier 
trend of conversions from coal to other fuels has slowed materially 
and in the case of many large consumers of fuel has been reversed. 
An outstanding example is the growing use of coal by the electric 
utilities of New England, whose consumption in the first 9 months of 
1951 was nearly 50 percent greater than for the comparable period 
last year, while the consumption of residual fuel oil by these plants 
has declined substantially as already pointed out.’ Shipments of 
coal, principally bituminous, to overseas destinations also have been 
increasing sharply, amounting to 25,841,615 gross tons in the first 10 
months of this vear as compared witl@§only 1,475,155 tons in the 
corresponding 1950 period. Such exports to foreign countries other 
than Canada, which reached 4,013,078 gross tons in October, are 
expected to continue at a monthly rate of 344 million tons or more well 
into next year." 

Bituminous coal mining has expanded to meet these requirements, 
as shown by the following comparative production totals for the 
United States as a whole: 


Tons 
To Nov. 17, 1951 _. 468, 309, 000 
To Nov. 18, 1950_- 148, 909, 000 


Stocks in the hands of consumers in the United States also have been 
well maintained, amounting at the end of September to 76,245,000 
tons, or 66 days’ supply at current rates of consumption. On the 
same date, the New England power utilities had coal inventories 
which were 24 percent greater than 1 year earlier and the stocks held 
by other large consumers of bituminous in New England also are 
reported to be in good shape at this time. Through November 10 
this year movements of bituminous coal into New England by tide- 
water have been about 7 percent greater than last year, while all-rail 
movements have been somewhat smaller. 

Tight conditions already existing in the supply of railroad open-top 
freight cars would be aggravated by severe weather or by a substantial 
further shift from other fuels to coal. Although there are nearly 
10,000 new hopper cars” on order by the class I railroads, steel 
shortages continue to hamper the freight-car building program. Over 
the past vear retirements of old hopper cars have been more than 
three times as great as new installations, with the result that on 
November 1, 1951, despite the fact that the unserviceable ratio has 
been reduced to less than 6 percent of total ownership, the number of 
serviceable hopper cars was 520,012 as compared with 516,244 at 
the same time last vear. In contrast, requirements for such cars 
have increased substantially, principally because of greater coal 
production and larger movements of iron ore. Consequently, the 
reported average daily shortage of hopper cars in October this year 
was 5,937, which compares with an average shortage of 8,106 cars 
daily in October 1950. The situation will be somewhat relieved 
during the winter months, however, with the seasonal curtailment of 
ore movements and road-building materials." 


Federal } r Comn Monthly Reports on Consumption of Fuel for Production of Electric 
Enere. 
Association of Ar can Rail is, Car Service Division, The National Transportation Situation, 
November (). 195] 
> The preferred kind for transporting coa Che alternative type of gondola car also is in short supply. 
> Association of American Railroads, Car Service Division, The National Transportation Situation 
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Available coal-carrying ships also are in extraordinary demand, with 


. 1} 1 l ae ‘ 
some domestic collieries having been diverted into overseas operat 


LLOTIS 
to carry the currently large exports of coal If total transportation 
demands of the tidewater coal trade increase further this winter, it 
may become necessary to press additional Liberty ships into emergen 
Sel 

In View ot these conditions, suppliers of eoul are wat hf il not 
anxious. They express confidence that steps can and will b d 
taken if necessary. such as controlled disposition of the available suy 
piv Ol railroad cars and emergency ship operations, to prevent sho 
ages in their industrial and domestic markets for solid fuels 

Anthraert The domestic heating market for anthracite in New 
England continues its long decline, although it is reported that cor 
versions to other fuels have lessened somewhat over the past tl 


In recent vears New Kneland has taken n little und rr 10 percent of 
the total output ot Pennsylvania anthracite With normal weather 
this year, requirements might be slightly greater than they were under 
the rather mild conditions which prevailed last winter in the New 
England area 

Total production of Pennsvivania anthracite in 1951 through 
November 17 amounted to 36,050,000 tons. a reduction of 8 
as compared with 39.410.000 tons in the same pe riod of 1950 


5 percent 

During 
| only 3 or 
1 davs a week, largely because of slowness by consumers in placing 
their orders for the coming winter. Over the past several weeks, 
however, demand has picked up considerably and the mines have | 


the summer months of 1951 the anthracite mines worke¢ 


il rere 
working generally on a 5-day basis. Production operations can be 
further increased if and as required by market demands. Producers 
stocks of anthracite on October 1, 1951, were 1,114,626 tons, o1 


LO.6 percent greatel than such stocks on the same date in 1950 
However, reflecting the sluggish summer buving of consumers, 


in the hands of retail dealers also have lagged behind last vear. Total 


retail dealer stocks of anthracite in the United States (principally 


8 
the North Atlantic seaboard area) were 2,792,000 tons on September 
30, 1951, or 13.2 percent below the amount on the same date last 
vear Most of the anthracite consumed in New England broucht 
in by rail. The total number of all-rail cars of anthracite moved into 


New Eneland this vear through November 17 was 53,306, or almost 
20 percent fewer than in the corresponding period of 1950. Th 
comparatively small movements to New England bv tidewater have 


declined even more, from 50,768 tons to 31,321 tons, or Dv 5S percent 
Aas compared with last vear. 

These comparative figures indicate that inventories of anthracite 
in New England are not in strong condition. In the event 


of bad 
weather this wint P. and considering also the tivht 


rail-car situation 
as previously noted, difficulties may be encountered unless anthracite 
stocks at consuming points are strengthened without delay. To be 

nared for wold » daonlor : ; + A seth ss call 
prepared for a cold winter, dealers and consumers should prote¢ 
themselves more adequately than they have 2 rainst loes 


ag al shortages 
] . . ° 1 ° 1 
and deficiencies of certain sizes by laying in their winter requirement 


ws SOOTL Aas possible 





